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ALGERIA 


MINISTER [ISCUL SES PETROLEUM ISSUES 
Algiers &L MOUDJAHID in French 25 Feb 81 p 4 


{interview with Minister of Lnergy and Petrochemical Industries Belkacem Nabi, by 
a. Louied; time and place of interview not given] 


{Text} A country's independence makes sense only if it is given an economic content. 
Many events in history have demonstrated this principle which, alas, is still suf- 
fering serious distortions, which are prejudicial to the peoples of the Third World, 
in Africa, Asia and Latin America. 


To illustrate with facts, especially the nationalization of hydrocarbons on 24 Feb- 
ruary 1971, Algeria, one recalls, ran into a “blockade,” into haggling and a virulent 
campaign of hostility on the part of French colonialist circles and world capitalism 
for the purpose of forcing it to go back on its decision, which in their eyes was a 
“dangerous example."' Who knows better than the Algerian workers the fierceness and 
intensity of the ensuing battle for o1l--waged head-on and tenaciously, so that our 
independence will not be a hollow word? 


Who knows better than the Algerian people the heavy tribute it has paid in blood so 
that the Sahara that harbors its wealth will continue to be an integral part of our 
national territory’ 


It was, therefore, at the price of enormous sacrifices that Algeria placed ali the 
strategic sectors of the national economy under its direct control and gave its ut- 
most to the exercise of its rights and its sovereignty over its natural resources. 


Prom its | storical experiences Algeria today derives its profound conviction that 
without control over the whole of its economy and the foundations upon which it 
rests, it would never have envisaged the development objectives it set in the five- 
year plan, nor would the country have been industrialized, nor would it have had the 
benefit of the effects of the petroleum activities. 


The various petrochemical, metallurgical or mechanical complexes, as well as the many 
developments throughout the national territory, are the living expression of that 
economic independence which in the final analysis is aimed at promoting man and rais- 
ing his standard of living--in a word, guaranteeing the present and future of our 


people. 


The position Algeria holds today in the conduct of the national economy, mainly in 
the development of its natural wealth, gust be further assured and strengthened by 
work and productivity. 














in this respect, Algeria is still duty bound to take up the challenge of gas against 
pertners long accustomed to monopolizing the resources of the peoples of the Third 
World, which inexorably started the process that is putting an end to the exploita- 
tion of which it is the object, 


Although the validity of its step and its demands is admitted and sanctioned, divers 
Obstacles stand in the way of increasing the \alue of Algeria's gas. 


in any case, 48 Nabi Belkacem emphasized, the conviction is that the gas we will not 
have exported today at a price below cost will sell tomorrow at 4 more equitable 
price. 


Also, when all is said and done we are led to believe more than ever that genuine co- 
operation cannot really be established between the north and the south unless a new 
international economic order is established. 


The preponderance of these strategic problems combined wit! the topical ones led us 
to raise them with our minister of Energy and Petrochemicai Industries, Belkacem 
Nabi, who answered willingly during the interview he granted us on the occasion of 
the double anniversary of the founding of the UGTA |General Union of Algerian Work- 
ers) and the nati nalization of hydrocarbons. 





{Question} Mr Minister, what lessons have been drawn from the debate among the rank 
and file and in the Central Committee of the PLN Party concerning the destiny of the 
energy sector? 


|Answer| The discussion of the energy dossier that began in the rank and file and 
culminated in the debates in the FLN Central Committee has certainly been rich in 
lessons and has, moreover, resulted in .mportant decisions being taken by the coun- 
try's highest authorities. 


The first and most important lesson is that prow there is developing a national aware- 
ness of the close interdependence tha. exists between the success of a national en- 
ergy policy and the success of the battle for production and productivity. 


What makes it possible to measure he evolution accomplished during the last decade 
is that the terms of that interdependence are reversed today, with the experience of 
a colossal investment effort. 


The initial basis on which our development strategy was drawn up and put into opera 
tion consisted 10 years ago of building @ production apparatus that would be in a 
position to furnish a proper development dynamic from resourccs drawn from increas- 
ing the value of hydrocarbons. 


Huge producti,e st uctures now exist. The requirement of the new decade is to make 
it so that by increa..ng their efficiency it will become possible to lower the rel- 
ative weight of hydrocarbons in financing tne economy. 


This is in fact reaching alarming proportions. Ninety-eight percent of the foreign 
currency resources of the country and 00 percent of the permanent income of the pub- 
lic treasury come from exporting oil and yas, in other words the exploitation of 
non-durable resources. 








These facts force the truth on us. The national production apparatus whose realiza- 
tion absorbed almost 50 percent of the recoverable oil reserves, must take over to- 
day so that to begin with, we can limit our imports with the idea of assuring our 
development later on, and more particularly our acquisitions of equipment goods, 
technology and services, based on the results of the productive effort of the coun- 
try's workers. 


Having said that, the second lesson to be learned is that increasing the value of our 
natural resources is still more than ever on the agenda in the battle for gas that 
has been engaged in for over a year. 


The nationalization of the country's gas resources was an act [words illegible] that 
was paid for dearly: to guarantee its scope, increasing the value of our exports is 
an indispensable action that must be successful. Although in the domain of oil 
Algeria's action ‘n OPEC, despite the resistance of some members of that organiza- 
tion, made possible a readjustment of the purchasing power of the barrel, which went 
from some $14 in February 1979 to over $40 today, it is not yet the same for natural 
gas. 


Pressure has been exerted on Algeria to force it to accept prices and ways of cal- 
culating prices unrelated to the perceptible evolution of the world energy situation. 


But the heavy investments realized for exporting liquid methane, amounting to more 
than $6 billion, do not constitute a powerful enough constraint to make us give in 
to that pressure. 


For the other fundamental fact to be taken into consideration in order to hold out 
and to maintain our determination is that the conditions under which the other ex- 
porters of natural gas are accomplishing their commercial transactions are improving 
every day. 


Today there is taking shape an evolution in the international natural gas market 

that is gradually overturning the balance of power to the advantage of the exporting 
countries, and which, from an historical point of view, includes--more every day-- 
the legitimacy of our proposals aimed at further increasing the price of natural gas. 


The energy policy debate has made it possible to take note of these facts and gain 
the unanimous conviction that the gas we will export today at a price below cost 
will sell tomorrow at a better price. 


As for the rest, the price structure for petroleum products, the choices of techno- 

logical equipment and transportation, the recycling of used products, they were men- 
tioned in several debates at the rank-and-file level and they are certainly focuses 

for work to be taken into co: sideration this year, to promote a rational policy for 

utilizing our energy resources. 


Outside of the need to experience at all levels the development of other energy 
sources (such as solar, nuclear, etc.), it should be pointed in the last analysis 
that on several occasions there has been found to be sensitivity as to the role of 
national cadres in gradually taking over from the foreign cooperants we are using. 


Of course the energy sector is a sector in which the technologies that have been put 
into operation require a solid training and often broad experience, but it is still 








nonetheless true that increasing the responsibility of the national cadres should 
make it possible to lower temporarily the level of technical cooperation to whatever 
is strictly necessiry, 


[Question] Concerning restructuring ‘he national gas and oi] sector, exploiting the 
industries down the road, where do these developments stand’ 


|Answer| The restructuring operation that was launched in the energy sector and the 
petrochemical industries, just as in the other sectors of the national economy, are 
& necessary updating of the organization of our productive machinery. 


in their present structuring, our businesses correspond to a bygone stage in the 
economic development, in which what prevailed was the vital concern with having suit- 
able tools to assure the transfer to the state of the activities of foreign firms 
and to take charge of important investment programs. 


Today our firms have to reorganize to respond to new demaids--control of management, 
satisfying social needs and increasing the value of productive work. 


So restructuring is not an immaterial activity. It is historically dictated by qual- 
itative change i:. the national economy and the defining of new objectives connected 
with a new Stag. ot development. 


The accomplishment of this task is at an already advanced stage in the conceptual 
plan for the energy sector and the petrochemical industries. 


The sectoral committee created to take charge of it had more than 500 management and 
labor union cadres take part in ¢crawing up proposals that will be studied continu- 
ously by the national restructuring commission presided over by the minister of Plan- 
ning and National Development, before being submitted to the government. 


These proposals concern, not only the new organization of the sector, but also a 
whole series of accompanying measures, concerning in particular the maintenance of 
the production machinery, setting up structures for development that now make pos- 
sible acquired experience, strengthening of the methods of study and technical de- 
Sig) of the projects, and on the aman level, continued training on the work site 
and in institutes and the Algerianization of management aanpower. 


[Question] Several partnership agreements have recently been concluded with foreign 
oil companies. Is there reason to be satisfied with their entry on the scene in x- 
ploitation in Algeria? Also, wha. is their impact--produccd or expected--on the 
development of hydrocarbons exploration, in the interior of the national territory as 
well as in the exclusive economic zone? 


{Answer} The Cen. a! Committee of the FLN in its resolution on the national energy 
policy stressed the .ccessity to intensify hydrocarbons exploration for the purpose 
of expanding our knowledge of the reserves contained in the Algerian subsoil. 


This task is being accomplished as a priority by SONATRACH, and the program assigned 
to it in this context by the Five-Year Plan is an ambitious one. 


Recourse to international cooperation is conceived of only as a complement to the 
main effort entrusted to the national structures. 














The agreements that were recently signed with foreign oi] companies are being given 
their initial execution today, since the first stage planned is aimed at collecting 
all available information on the areas concerned, for the purpose of dealing with 
them again with new methods, 


These projects, which constitute the program for the current period as well as re- 
lations between SONATRACH, which controls this operation, and the foreign partners, 
are unfolding in an atmosphere with which there is reason to be pleased, 


The intervention of the foreign partners, who may be operators on some parcels, 
would basically not take place until 1982, under national regulation and legislation. 


We will have to wait to pass judgment on the prospects for this cooperaticna, until 
we can evaluate the reality of the technological transfer it may contribute, which 
we hope will be significant. 


[Question] Another aspect of our international cooperation: it was decided in 
Algiers at the African ministerial conference of OPEC to supply oil as a priority to 
the African countries, in the light of the Iran-iraq conflict. What concrete fol- 
low-up has there been? In general, what is the contribution of Algeria, in the en- 
ergy field, to promoting cooperation with the Third World countries and especially 
with the neutral Western countries? 


[Answer] Algeria has taken initiatives in the matter since the ond of 1979. It was 
Algeria that proposed the creation of a Third World bank. 


This bank was to be endowed with important means commensurate with the mission Chat 
was to devolve upon it. In particular, it was to be commensurate with taking charge 
of the problems of balance of payrenis of the most deprived countries, to facilitate 
their being supplied with oil. It was also to promote more widely the development 
projects that would make it easier for developing countries having hydrocarbon po- 
tential to realize energy self-sufficiency. 


Since then the decision to create such a bank has been postponed, but the project is 
still under discussion in OPEC. Moreover, there is seen to be an evolution of ideas 
in the direction of a more favorable reception of the project than in the past, which 
may augure well for a positive decision in 198] 


Along with that initiative, Algeria proposed--and has set up in the meantime--a mea- 
sure intended to give priority, in case of a shortage, to the supply needs of Third 
World countries. 


it is in this context that Algeria today is supplying a dozen African countries es- 
sentially, but other continents, too. 


Concerning our exchanges with other nations, whether socialist countries or neutral 
Western countries, they are experiencing certain development. 


[Question] Taking into account the qualities of gas (cleanness, flexibility, high 
calorific content), particularly the investment required for its liquefaction, the 
necessity to increase its price was firmly underlined by the party's higher-ranking 
authorities. In regard to this, where do the negotiations stand that have been en- 
gaged in with Algeria's gas partners? 


* 
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[Answer] As you know, Algeria has undertaken the renegotiation of all gas supply 
contracts Linking SONATRACH with its customers. 


The proposals made by our country concern the price level and the ways to increase 
it, 


With regard to the price level, Algeria is asking that its exports not be paid for 
at prices different from the prices on the international natural gas market. 


We don't see any reason to accept a price for the calorific unit of exported natural 
gas that is lower than the prices realized by other countries that are exporting 
liquefied natural gas or natucal gas by means of a gas pipeline. 


Our wishes in this connection have been confirmed several times by the country's 
highest authorities, and the decisions of the Central Committee of the FLN, notably 
in its second and fourth session, ere clear on this subject. 


With regard to the ways to increase the prices of natural gas, we don't think it is 
in the interest or the consumer countries holding long-term supply contracts to con- 
tinue to demand unilateral control over the price of Algerian gas exports. 


Their supply Sc ucaty must be linked to our development security through prices fixed 
by the international natural gas market and not in the light of internal tariff de- 
cisions in each consumer country. 


This pesition expresses a principle of our hydrocarbons export policy, which consists 
of considering natural gas an /energy product/ [in boldface] and not an /industrial 
product/ [in boldface}. This concept mo.es it possible to define the assessment cri- 
teria for choices and arbitration at the time which will be relative to exploiting 
the /non-renewable natural resources/ |in boldface]. 


The stake is a sizable one to the extent that the price of gas now constitutes an 
additional factor toward a coherent international strategy for us. 


Your ques. ion gives me an opportunity to make the point on the state of advancement 
of the negotiations with our various partners. 


With regard to renegctiating the supply contracts with the United States of America, 
there is reason to distinguish the El Paso case from he other two Trunkline and 
Distriga: contracts. 


For the first contract, deliveries of which are being interrupted, the negotiation 
took place first of all at the level of the two countries concerned, that is to say 
El Paso and S')..ATRACH. 


The El Paso Company «ery quickly let SONATRACH know how impossible it thought it was 
to negotiate a price. Any agreement on this point should be submitted afterwards to 
the approval of the American v orities. 


This is how, at the request of the US authorities, Algeria agreed to carry the nego- 
tiation to the level of the two administretions without prejudging the responsibil- 
ities of the contracting companies. 











After seven sessions, which Look place alternately in Algiers and Washington, the 
negotiations were interrupted, at the request of our partner. 


/That's a new fact and we are now in the process of e) mining the consequences that 
should be deduced from it at the government level./ [ boldface] 


With regard to supplying the French market, there too, although the positions have 
become closer, problems remain, They are much more concerned with the ways of ap- 
plying the principle of the parity of the oil calorie and that of natural gas. 


With Italy, negotiations are going to begin, as a result of my trip to Rome from S$ 
to 7 February of this year, at the level of the two governments. 


[ have noted in the political leaders I have had occasion to meet with a real desire 
to quickly find a solution, in order to update the methods of exporting 12 billion 
cubic meters intended for the Italian market. 


For the other contracts, negotiations are in progress and the differences that sep- 
arate the positions are shrinking day by day. And we have concluded a contract with 
the English that sets the average price for the first 9 months of 1981 at $4.60 per 
1 million BTUs [British thermal units]. 


'Question} On 22 January 1981 the Mediterranean section of the Algerian-Italian gas 
pipeline was completed. When will it be put into service and what effect will it 
have on the liquefaction of gas? 


[Answer] I ‘ust mentioned in the preceding question the only problem that is still 
in abeyance in preparing for the inauguration of that preject. 


It will probably go into service next October. 
That is an important event and we are preparing for it. 


[Question] The Beni-Mered central logistical base recently accomplished a feat in 
repairing the compressor of the Bethioua liquefaction plant, thus confirming our 
country's technical and human capability. Can we expect such preservation of our 
investment to be syitematized by increased mastery of the functions of engineering 
and maintenance? 


[Answer] The Beni-Mered central logistical base represents a sophisticated and very 
valuable instrument in the sector. It is an appreciable initial asset for putting 
in place a coherent maintenance policy. 


in particular, the example it furnishes us in the “echnology acquisition code by the 
presence in Algeria of foreign technicians initiating our national cadres on the 
worksite, the opposite of the usual practice of Algerian cadres going abroad for 
training, is something to think about, so that similar experiences can be repeated. 


But what is essential to grasp concerning the functions of engineering and mainten- 
ance is that it takes a long time to acquire mastery in these fields, and patient 
human investment is required. 











[Question] An information and cultural organization committee has just been created 
in the Energy and Petrochemical (ndustries Ministry. What impetus will it give to 
the information policy so much anticipated by the national press and to which you 
ure devoted? 


[Answer| The creation of an information and cultural activities committee is aimed 
at accomplishing three objectives that are essential for good management of our sec- 
tor. 


To expand the debate on the fundamental problems of the energy and petrochemical 
industries sector. 


To fight the maneuvers of the powerful foreign information media controlled by 
the transnational firms that do not hesitate to exert various pressures, in 
order to weaken our positions in the negotiations or international discussions. 


Thus the committee will be able to participate, following che directions and strategy 
defined by the specialized organisms of the Information and Culture Ministry, in 
this battle, which has been going on for so long at the international level. 


And to contr bute to improving the living conditions in the southern foothills 
by promotin, tne development of cultural activities. 


Hhen all is said and done, this initiative boils down to expressing the importance 
of communication and its strategic role in management. 


{Question} Finally, would there be any other aspect that should be brought up in 
this interview? 


[Answer] For some time a number of specialized journals--some calling themselves 
friends of Algeria, others notorious for their connection with the multinaticneis-- 
have been leaving no doubt in anyone's mind as to the financial situation of the 
country and especially as to the neeu tor additional revenues from natural gas to 
satisfy our development needs. It is only a step, which is quickly taken from 
there to affirming that Algeria has a gun at its hea. in the negotiation ~. is con- 
ducting on gas. 





it should be atfirmed here that Algeria, since independence, has never experienced 
such a comfortable financial situation. Revenues from exporting natural ,as have 
until now accounted for a marginal share of our foreign currency resources. 


The government has decided to regularly conduct a diminution of our exports so as to 
prevent a situation ot financial surplus. 





We are not aiaious to export Algerian oil and gas in order to hoard money in the ac- 
counts of foreign bau.s, and the level of our exports will be in conformity with 
our strict financial needs. 


This explains the voluntary diminution of the oil production level, in conformity 
with the decisions of the Central Comm.ttee of the FLN in its fourth session. 


As for the rumors that are circulating concerning a claimed abolishing of the sur- 
charge demanded of our customers to develop an cil and gas exploration effort that 

















will make it possible to renew the destroyed reserves, these are the rules, and if 
we wanted to sell 40 million additional tons, everyone knows we would have no trouble 


finding buyers. 




















SARKIS SPEECH AT ARAB SUMMIT ANALYZED 
Parise AL-NAHAR AL~'ARABI WA AL-DUWALI in Arabic 9-15 Feb 61 


[Article by Nahad al-Mashnuq: "“Palestinian-Lebanese Relations; Arab Moderatisma 
ve. Lebanese Ext remien" | 


(Text) It ie said jokingly that the son of a Lebanese Front official returned 
from hie school one evening and told his father: The history professor taught us 
today in clase that Lebanon gained its independence du:tng the term of Shaykh 
Behara al-Khurt, and during the term of President Kamil Chamoun, the 1957 
revolution occurred, and, as for President Pu'ad Shahhab, hie term was marked by 
the independence of the country and ite institutions. After him, President 
Charles Hilu signed the Cairo agreement laying out the relations between 

Lebanese authorities and “Palestinian resistance." Then President Sulayman 
Franjiyah came, ending his term in a war with tens of thousands killed and wounded. 
But the professor did not explain to use what President Elias Sarkis did during 
hie 4-year term. Can you inform we about this subject? The end of the story is 
that the father could not find an anewer for his son. 


Many Lebanese found an anewer to this and many other questions in President 
Sarkis’ addreas in Ta'if, keeping in mind that other political authorities found 
in the stand taken by the president of the republic's address a bias towards the 
philosophy of the “Lebanese Front." This ie an accusation previously directed 
at hie by the same authorities on every occasion. It can be said that President 
Sarkis has decided at the end of his term that he has 4 political conviction to 
take, upon which he will succeed or fail. This does not mean that President 
Sarkis’ political conviction was found in his speech in Ta‘if, but it is an 
indication that the president has overcome the philosophy of "resistance, 
patience and silence.” Ie President Sarkis succeeding in this conviction? 


There are three main pointe in Sarkis’ epeech in Ta'if, The tiret ie that it is 
not possible for this explosive situation to leave Arab countries untouched, but 
rather it is inevitable that this outburet will affect them. The second point is 
the excesses of “Palestinian resistance” and ite failure to abide by the agreements 
reached with Lebanese authorities. The third point is a call to the opening of 
Arab fronts along Ieraeli borders in the presence of fedayee, action instead of 
leaving Lebanon by itself to bear the effects of its front to the south, open 

to Israeli aggressions which destroy ite cities and drive away its people. 
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The first and third pointe pleaded for the Palestinian delegation at Ta'if to 
remain silent on the second point, For the Palestinian-Lebanese o .. break in 
Lebanon and, subsequently, preparations for it, is shared by both sides, Likewise, 
is not the call to open Arab fronte in the presence of Palestinian action closer to 
the Palestinian policy which calle for sabe to bear a common military reaponei~ 
bility in restating lerael, 


Therefore, Yaeir Arafat preferred no: to comment on President Sarkis’ speech, 
being convinced that the Lebanese president “charged the resistance with excuses 
for leraeli agressions in the south, without concentrating on Israeli expansionist 
goale in the south and ite ambitious desire for the watere of the Litani."” When 
those close to President Sarkis were confronted with thie statement they assured 
that the address did not contain anything new except hie [Sarkie') frankness and 
the place where the address was given. The address appearec ae if it were a new 
position for the president becaurc it was given at the Islamic summit and attended 
by such a large number of Arab and Ielamic kings and presidents. The contents of 
the speech, however, were re-iterrated from previous speeches of President Sarkis, 
the latest of which wae bie annual speech in front of the diplomatic corps in 
Lebanon. They added chat the importance of this speech te in the possibility of 
realizing ite s.,govifteance at the level of Lebanese-Palestinian relations on the 
one hand, and . eoanese-Arab relations on the other. They assured that the 
address wae not a final step but rather the first station along the road of the 
politica! conviction of President Sarkis. 


But What is the Second Station? 


The vieit of the minister of Foreign Affairs, Fu'ad Butros, to Damascus is not the 
second station except to the extent that it pertains to rectifying Lebanese- 
Palestinian relations. Lebanese authorities deal with the Syrians whenever they 
are mistaken in thinking that the Syrians are the doctor for the sickness in 
Leboanese-Palestinian relations--in site of the fact that the competence of this 
doctor is o. no use for the sickness It is not because Damascus does not wish 
to rectify these relations, but ratcer because the political situation in the 
Middle Bast and all the types of regional and international political settlements 
make it difficult to request the resistance to grant concessions from the gains 
it hae achieved, when it has suffered throughout the war years in the south and 
in the main cities. 


Kurt Waldeheim, secretary general of the United Nations, replied to the Ta'if 
summit, speaking of the possibility of separating the Lebanese crisis and the 
Middle East crisis, in his speech on linkage of these two crises. 


But thie i .cacy does not exclude Syria, if it has an interest, from achieving 
4 partial easing { tensions in Lebanese relations. But Syria remains temporary 
and temporal, causing sore complications after passing. The traditional 
philosophy of both sides will collide in any dialogue between Lebanese authoritics 
and Palestinian leadership. 


The Palestinian side will answer Lebanese requests to implement the agreements by 
saying that the current geographical anc political nature of the south does not 














permit the implementation of the agreements, and that any change in thie 
situation, including militie unite along the border, is an Arab responsibility, 
not Palestinian or Lebanese. 


ite anewer to the second request pertaining to campe in the cities and heavy 
weapons is that the “resistance” defends iteelf from attacks from inside and 
outeide. Likewise, ae regards the shelling of lerael from the south, there is 
nothing, in the opinion of the resistance, that proves that this would be a 
beginning to 4 cease fire; they may need to respond to sources of fire upon them 
from lerael and the border areas. 


Infiltration operations from southern Lebanon to commit terrorist acte is the 
only tesue subject to negotiations, ae it seems. And the result? 


Nothing. For time hase chown that Palestinian moderatiem in dealing with current 
Arab realities has ite price in allowing extremiem in dealing with the Lebanese 
situation. The second step of President Sarkie will not be an Arab one in any 
case. 
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LEBANON 


DETERIORATLON OF POLITICAL SITUATION SEEN 
Paris LE MONDE in French 18 Feb 81 p 6 


[Article by Lucien George, LE MONDE correspondent: ‘The Situation is Deteriorating 
Slowly but Inexorably" | 


|Text) The situation in Lebanon is deteriorating slowly but surely. Even though 
the troubles have not increased to such an extent as to become [ront page news-<a 
large number of deaths is needed before Beirut is granted this sad privilege--the 
occurring inci ients seem sufficiently significant and their political context 
sufficiently toreatening for the Lebanese to be worried despite their being accus- 
tomed to all forms of violence. 


The Mohayssen affair, named alter the Jordanian diplomat who was kidnapped more 
than a week ago and has still not been found, is unquestionably the most seriou, 
element of the current tension, for, in terms of the Lebanese government, it has 
been translated into Syrian threats which, even though indirect, have been quite 
clear. The pro-Syrian faction of the Baath Party in Lebanon leveled last Wednes- 
day severe charges against the Beirut authorities, focused on Fu'ad Butrus, 
minister of foreign affairs, but in fact aimed as much at Elias Sarkis, president 
of the republic, and at the armed forces. They were blamed for giving credit to 
the idea that Damascus was responcible for the kidnapping and for pretending, yet 
once again, that a security plan is being implemented by deploying the Lebanese 
army inetead of the FAD, something which is opposed by Syria. 


The pro-Syrian Baath calls upon Mr Wazzan, who is head of the government, and who 
is a Sunni Muslin, “to follow the national current.... or else to resign.” 


At the same time, Wagzan was given a similar warning by the islamic Rally to wh ch 
he belongs and by the Front for the Safeguard of the South, which, after noting 
that the countr: is subjected to “hesitation, erosion, authoritarianism and par- 
tiality.” demands of the government in power (i.e., of the chief of state) “to re- 
sume the rover way before it is too late.” The National Movement (progressive 
pro-Palest.nia..) was the first to attack the head of state and the government and 
has been repeating its attacks on an almost daily basis. The opposite camp, that 
of the Lebanese Front (Christian) seems satisfied without, however, extolling 
Beshir Gemayel, commander © the Lebanese forces, who quite recently was the main 
harasser of Mr Sarkis but whom he met on four different occasions. it is thus 
that, in addition to the old charge of indecision, the president of the republic 
is now being accused of being partial +o the Christian camp, essentially as@ 
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result of his speech delivered at the high level Islamic meeting in Taef, where 

he had frankly deseribed the problems which Palestinian resistance create tor 
Lebanon, At that time he had enjoyed the tacit cLolerance of Syria which was going 
through 4 period of strained relations with the PLO, However, were Syria te become 
involved and shoulc President Sarkis lose a government which took 5 months to organ- 
ige, the president would come even closer to a state of total impasse and Lebanon 
to @ state of paralysis. 


The Arena 


At this pcint, Beirut is aware of the difficulty of lorming governments which, 
paradoxically, have set longevity records since 1976, i.e., since the country found 
itself in a State of permanent crisis. What makes the situation even more critical 
is that, according to President Sarkis’ analysis of the repercussions of the 
Mohayssen alfair, Lebanon is experiencing the erosion of its “international 
credit.” In any case, the Lebanese quite clearly feel that an eventual resurgence 
of their crisis would trigger little interest in the rest of the world. They feel 
that their country has become an arena for Syrian-Palestinian-lsraeli cont ronta- 
tion, with Arab ramifications, involving Syria and the PLO rather than Lebanon, 

the Syrian-Israeli air tights being the most spectacular monifestation of the con- 
frontation. The south hae become a center of forgotten yet, nevertheless, puru- 
lent violence. 


However, 4 resumption of tension in Beirut appears to be the most likely ftactor 

for an accentuation of the deterioration of the situation. In addition to the 
ritual night fights in the downtown wrecks, which no longer excite anyone, and 

of all sorts of account settling and crimes (a bomb was diffused at the last moment 
at the airport on Friday), for the past two months there has been a resurgence of 
trouble at Sodeco, one of the two intersecting crossing points, which has been 
actually vitually closed down since the beginning of the month. In practical 
terms, there is only a single junction between the two sectors, as was the case 

in the 1975-1976 war. 


Finally, it has been noted that Beshir Gemaye! has instituted military training 

in the schools in the Christian sector with a view to statting his militias who 
were renamed Lebanese forces. The announced purpose was to develop a reserve corps 
of 17,000 young people. The reaction of the National Movement was a threat of 
similar mobilization in its own sector, even though it appears far less capable 

of doing so. 


All thie might have been considered as no more than additional elements in the 
breakdown within the state ot violence which has prevailed for many years. The 
fact that Elias Sarkis’ presidential mandate comes to an end on 23 September 1982 
adds to the situation a dramatic backward touch. The ever more topical question, 
as the term draws near its end, is not so much to know who will succeed Mr Sarkis 
but whether he would be succeeded at all. Furthermore, it he is not, the question 
is whether Lebanon will explode and what kind of violence will precede and  par- 
allel this explosion? 
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EEC URGED TO EXPAND COOPERATION WITH LEBANON 
Paris AL-NAHAR AL~'ARABI WA Al =DUWALI in Arabic 9-15 Feb 8) 


[Article by Mieshal Marque: “Cooperation Between Lebanon and the European Market; 
Tte Right and Duty") 


{Text} Next we k a Lebanese delegation representing various economic sectors will 
visit Brussels ‘Selgium) to conduct negotiations with officials of the European 
Common Markei. 


The delegation will include: the minister ot Justice, Khatchig Babikian, in his 
capacity a» the former president of the Administrative Actions Committee; the 
president of the Chamber of Commerce and Industry in Beirut, ‘Adnan al-Qasear; 

the prieident of *he Lebanese Manufacturers Association, Doctor As'ad Sawaya; the 
president of the Farmers Union and former minister, Fu'ad Najjar; the president 
of the Merchants Union, Victor Qasir; the permanent secretary of the Manufacturers 
Association, Mr Nabil al-Ladhiqi; and Mr Andre Nadir. These men will examine the 
areas of cooperation between Lebanon and the European Market, each in his 
respective field. 


The idea [for the conference] came about when the president of the European 
Market's Supreme Council, Mr Chi'son, visited Lebanon last year to look into the 
possibilities of expanding cooperation. He noticed that the agreement between 
Lebanon and the market which was signed in 1977 had not been completely adhered 
to. In April, 1980, the president of the Beirut Chamber and his deputy and 
member of the Chamber, Mr Rafiq al-Nassuli, visited officials of the European 
larket in Brussels. There they conducted preliminary discussions in which the 
Lebanese ambassador to the market, Doctor Joseph Donato, participated. Qassar 
also attended the first meeting of the Evropean-Arabic Cooperation Committee on 
6 June 1980, wd coordinated this visit. 


In the beginning ‘ January last year, the market's representative in Lebanon 
visited the heads of the economic associations, calling for them to conduct 
discussions dealing with various areas of cooperation. Lebanon had begun 
negotiations with the European Economic Community since 2 October 1976 which led 

to the signing of the first agreemert concerning commercial exchanges and technical 
cooperation on 21 May 1975. The agreement was only a trade agreement clearing 

the way for an agreement on trade relations on 4a most-favored party status. As 
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for the section dealing with technical cooperation, it forma a new course for 
the kuropean Economic Community's foreign relations, The Community's member 
nations abstained from the issue of cooperation because it did not have a budget, 


In October, 1969, the Lebanese delegation announced to the board of the Eruopean 
Economic Community and ite committee the desire of the Lebanese government to 
negotiate a preferred=trade agreement, which was signed on 18 December 1972. 
Another protocol was signed on 3 May 1977 specifying that Lebanese manufacturing 
products would be exported freely, exempting all but a few products from customs 
duties. 


The agreement includes a document pertaining to participation in the growth of 
Lebanon economically and socially, stating, "The Community will take part, within 
the technical and financial framework of the agreement, in financing activities 
to aid in the growth of Lebanon economically and socially." This will come about 
through the financing or a share in financing of investment ventures in production 
areas and in buildingup the economic structure, aimed particularly at diversifying 
the Lebanese structure, especially by strengthening ite indurtry and stimulating 
the agricultural sector. 


In accordance with this agreement the Economic Community concluded a financial 
protocol with Lebenon to the amount of 30 million European monetary units (140 
million Lebanese |.ira), and granted Lebanon a 20 million Luropean monetary unit 
(84 million Lebanese Lira) special loan from the European Investment Bank (the 
value of the Eurupean monetary unit is measured in gold, with each unit equal 
to .8887 grams of gold). This is in addition to the aide provided by the 
Community whose value came to 7.99 million monetary unite between 1970 and 1976, 
and the emergency food aid in 1976 which came to 10.28 million monetary units, 
in addition to financial aid coming to 400,000 monetary units. 


As for the protocol for the 30 million monetary unit loan, it was raised to a 
50 million monetary unit emergency loan granted by the European Investment Bank 
for investment. Twenty million of this was extended in view of the letest events. 


The 30 million monetary unit loan and projects earmarked for it: 


Project Monetary units 
Jaya electrical station project 5,000,000 
Zarq electrical station project 15,00C ,000 
Special loans and proceeds 2,400,000 
Customs services regulation project 640,000 
Vocational training 700,000 
Industrial surveying 500 , 000 
Aid for agricultural cooperatives 3,000, 000 
Integrated project for Southern Lebanon 2,000,000 
Project to re-establish small institutions 250,000 
Data bank project 100, COO 
Accounting project 100,000 
Housing project to be examined if funds remain 
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Re-eatablishing the stock exchange 200 , 000 
Other projects (peoples' market) 120,000 
Total 30, 000, 000 


The most important projects of re-construction which Lebanon presented to the 
Economic Community and the price of each in milliona of Lira: 


Project Price (millions of Lira) 
Re-conetructing the commercial 900 
Re~equipping Beirut Airport 600 
Repair and re-construction of the port 258 
Project for Jaya electrical plant 285 
Project for Zarq electric.1 plant 350 
Water projects for the Litanit, Jabal 

‘Amil, al-'Asi, and expenses for damages 332 
Road network 1,092 
Telecommunications 740 
Housing project 2,500 
Financing the p.ivate sector 3,000 
Total 10,112 


The Lebanese foreign ministry submitted a bill during the second half of last 

year stating that “the provisions concluded under the 20 million European monetary 
unit loan have been faithfully executed, and Lebanon hopes to use the remaining 

W~ million unite in expediting the progress of the Lebanese economy. The aids 

and loans totalling 80 million monetary units will help to meet the damages and 
losses resulting from the incidents, vhich were estimated at 150 million Lebanese 
Lira, or 3.3 billion European monetary units. 


As a result of the enactment of the economic provisions of the agreement, there 
was a deficit in the trade budget tur the first half of the 1970's. The deficit 
increased in the second half of the decade, with imports and exports as follows: 


Market ...ports Exports to Lebanon 
Year (Millions of Dollars) (Millions of Dollars) 
1970 261 46 
L971 333 92 
1972 422 85 
1973 588 110 
1974 928 152 
1975 778 28 


With the exception of 1975, Lebanese imports from the market rose by 255 percent 
in the aforementioned 4 years, as opposed to a 137 percent increase in Lebanon's 
exports to the market. 


So Lebanon wants to re-balance its budget with the market by obtaining betcer 
facilities and expanding cooperation with the market. 

9785 
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LEBANON 


PROBLEMS OF LEBANESE INDUSTRIAL SECTOR ANALYZED 
Beirut L'ORTENT<~LE JOUR in French 27, 28 Jan 81 


[Article by Dr Andre Chaib, professor of economi: at the American University 
in Beirut: “Problems of the Industrial Sector" | 


[17 Jan B81, p 2) 


[Text) In hie Ciest article published yesterday, Monday 26 January, Dr Andre 
Chaib, professor of economics at the American University in Beirut, described 
the origins of the industrial sector in Lebanon and its ideal dimensions. In 
the present article the author considers the cyclical and structural problems 
of Lebanese industry. Wis next article will deal with its future prospects. 


Unquestionably, the Lebanese industry may be credited with the most remarkable 
and most prestigious economic success achieved in Lebanon over the past 20 years. 
This has been the result of the success achieved in its rapid development, im- 
provement and diversification of its products, its ability to impose its presence 
in the local and foreign market, in the face of international and frequently 
merciless competition, its ability to withstand the crisis of recent years with- 
out falling prey to thousands of dangers and misfortunes of war, insecurity and 
political instability, and, tinally, for displaying the signs of renovation and 
of confident opt imism. 


Our industry owes its successes to a large number of human, historical and eco- 
nomic factors, which most certainly include the essential fact that it developed 
without any public aid or intervention or any attempt to inflate it artificially. 
Having been forced to tace since birth the storms of international competition, 
it was able to surmount them within a short time while developing a remarlable 
immunity to shocks of all kinds and, apparently, to most unexpected political 
cataclysms. 


Cyctical Difficulties and Structural Problems 


One may ask, what about the multiple difficulties it has been torced to face over 
the past few years’? Even before undertaking their study, we should point out, 

in this respect, that the problems facing our industry are of several ditterent 
varieties and that the only feature threatening the tuture of the industrial sec- 
tor (which, consequently, should become the focal point of economic thinking) 

is that of structural problems, problems related to the basic structures of the 
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national industry and its general orientation and development of the goods it 

o ters in the domestic and international marketplaces. The cyclical problems, 
(nose which originate, tor exam le, from the common happenstances in economic 
.ife, are "natural" problema which may be found not only in industry but in all 
economic sectors, in Lebanon or anywhere else. Therefore, it is entirely normal 
for an industry to have to surmount once in a while a decline in demand, an in- 
crease in the cost of one production factor or another, or the appearance of a 
new competitor. 


it is clear that, to @ large extent, the problems facing our industry are of this 


nature. Therefore, we shall not dwell on tts cyclical problems but shall try, 
conversely, to identify the structural difficulties within our industry while 
trying to determine the extent to which the catastrophe of recent years has con- 


tributed to the exacerbalLion of such problems. 


A recently conducted investigation involving some 100 Lebanese plants and with 
the eflective participation of my students at the American University in Beirut 
has made it possible to narrow the problems. We shall discuss here, in sequence, 
problems of labor, export markets, insecurity and political instability and, 


finally, the tinancing ot the national industry. 
The Labor Market 


More than half of the enterprises we surveyed complained of the difficulties of 
finding and keeping skilled personnel. Naturally, added to this problem of labor 
scarcity are 9 number of problems related to manpower which is currently operat- 
ing in our plants; such problems invoive transportation, discipline, political 
interference, technical deficiencies, or quite simply material demands which 
heads of enterprises deem unjustified. 


We try to remedy che labor problem os much as possible by resuriing to the use 

of foreign manpower. Such atterpts frequently fail, above all by virtue of the 
Strict laws governing imported majpower and the number of existing social restric- 
tions. Thus, close to 80 percenc of the investigated eiterprises try to employ 

at least 90 peicent Lebanese manpower; generally speaking, the foreign workers 

are paid equal wages (in 70 percent of the cases under consideration). 


furthermore, the industrialists we investigated consider that, generally speak- 
ing, Wages are too high. In fact, in 90 percent of the cases the annual salary 
averaves were above the 1974 level, even though 55 percent of the investigated 
enterprises are using far less workers than they did on the eve of the war. 


Let us em, \asize in this respect that the notion of “high salary" is quite rela- 
tive and that, .° the final account, a salary can be measured only in terms of 
the productivity of the worker. Thus, the same wage paid to two workers, one 

of whom is a skilled technician, while the other is an untrained beginner, would 
be certainly higher in the e of the beginner. 


Apparently, however, that is precisely what is happening today in our plants: 
unable to employ an adequate number of skilled workers (who are generally 
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attracted by the higher wages paid at the Gulf (or elsewhere), our plants must 
trequently use underskilled personnel whose wages must be raised regardless of 
any productivity consideration, by virtue of a number of political or social 
reasons. 


Evidently this is a major dilemma Lacing our industrialists: unless they pay 
salaries comparable to those of the Gulf countries, they will have to resign them- 
selves to paying "too much" to workers with inferior training. 


Obviously, in a number of cases such personnel is given on-the-job training (60 
percent of the investigated plants stated that they set up training "programs" 
for their workers); however, taking into consideration the frequently limited 
number of employees, the many pressures applied on the enterprises by the market, 
and the many problems which their heads must resolve on a daily basis, we may 
surmise that in the majority of cases such training is rather modest. 


in any case, it seems inevitable that the current restraints imposed on the Labor 
market, only partially due to the war, for the temptation which the Arab labor 
markets offered cxisted before 1975, would end up by determining the developrent 
of the very structure of our industry. Rather than continuing to strugele with 
all these problems, our industries may opt for greater mechanization. Apparent- 
ly, this is something which they already engage in whenever the opportunity pre- 
sents itself. 


Therefore, the problems raised by the scarcity of skilled personnel and by the 
"expensiveness" of the current personnel are closely interrelated and are linked 
with the future structure of our industry. Therefore, we must think in terms 

of an overall solution. 


The Export Markets 


Just like the labor problems, the problems related to the marketing of industrial 
output originated in the golden age which preceded the war. Starting with 1974 
one could have noted, theoretically at least, that (except for major attempts 

at market diversification) the Lebanese industry was running the risk of losing 
in the long term its export markets, starting with the point when importing coun- 
tries, predominately the Arab Gulf councries, would become able to produce them- 
selves goods which they had been purchasing from Lebanon for many years. 


The two-year war seems to have contributea to the hastening of the process of 

the erosion of our foreign markets, first of all by contributing to the establish- 
ment of our competitors and, subsequently, by allowing the Arab industries to 
catch up with some of the technological advance we had (and still have) over 

them. Close to 50 percent of the investigated enterprises claim, in fact, to 

have lost export markets to their main worldwide competitors as a result of the 
war. 


Actually, in most cases, these competitors are countries which, ten years ago, 
had reached development levels similar to ours but which, since then, have been 
able to gain a certain ground: Greece, Spain, Cyprus, and the countries of 
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Southeast Asia, in addition to some developed Western European countries such 
as italy and, on occasion, some Arab countries. 


Naturally, our industrialists are continuing to export a high percentage of their 
output: more than one-third of the investigated enterprises export at least 50 
percent of their output. However, such markets are becoming ever more concen- 
trated geographically and, therefore, more precarious: Libya, a major importer 
ot Lebanese products betore the war, is now a minor client; Jordan, which in 1974 
purchased 6 percent of its imports from Lebanon, purchased no more than 3 percent 
in 1977; ftimally, Saudi Arabia is alone managing to purchase over one-half of 

our industrial exports. 


One-third of the industrialists we asked claimed to be exporting between 10 and 

15 percent of their output: before the war one-half of the same enterprises were 
members of this group. Asked whether they feercd the loss of their export mar- 
kets in a tew years, 25 percent of the enterprises answered in the affirmative. 
Finally, asked what chances they had to survive the eventual loss of such markets, 
25 percent of these enterprises answered that they were infinitesimal. 


Everything seew. to indicate that we are slowly but quite probably following the 
way of the long-term suppression of our export markets. The continuing success 

of some of our industrialists in some Arab markets should not let us ignore the 

distant future. Conversely, they should encourage us to tormulate as of today 

a coherent foreign trade strategy. 


Insecurity and Instability 


Naturally, all these problems are eclipsed by those raised by the general condi- 
tion of political insecurity which, while not preventing their functioning, seems 
to threaten quite seriously our industrial enterprises. It is astonishing, how- 
ever, that only 40 percent of the avestigated enterprises considered insecurity 
a major problem. Let us note in this respect that it is less the current inse- 
curity than future insecurity which should concern the industrialists. Obvious- 
ly, the current insecurity rais s a number of problems such as moving difficul- 
ties (of personnel or goods), new requirements related to political protection 
and support, and the slowdown of output. However, the insecurity of the future 
is a far more malign tumor: it is indeed this insecurity that, while increasing 
the risks, lowers the expected enterprise profitability, slows down investments 
and thus prevents the national industry from developing and reaching its optimum 
dimensions. 


[t may be objccted that the industrialists are helpless in the face of a general 
state of i. security to which the state itself is quite tempted to surrender. 
Perhaps this may the only problem caused by the war. However, to the extent 


to which the war intluences above all decisions related to future investments, 
the very notion of insecurity must ce translated into economic terms and, some- 
how, be included in any devciopment or reconstruccion "plan" or project. We 
shal! discuss later the means for avaling with this political phenomenon with 
the help ot economic variables. 














Nevertheless, it is already possible to note that political instability in 
Lebanon, insecurity being no more than one of its manifestations, is contributing 
in a frequently specific manner to the aggravation of the problems tacing our 
industrialists. Thus, financing problems, about which a number of industrialiets 
have complained, may be directly attributed to the instability created by the 
war. in fact, henceforth access to the financial market will represent a major 
problem tacing one-third of the surveyed enterprises. Naturally, it is under- 
standable for the banking sector to hesitate betore making loans to industry 
atter the sad trial of the war years. The national development "plans" will have 
to take this fact into consideration, while noting that investment banks special- 
izing in medium and long-term loans have, in the final account, very Limited 
means and, regardless of their good intentions, account for no more than a very 
small share of the national money market. 


What About Smuggling? 


Finally, we are pleased to note that no more than 14 percent of the surveyed com- 
panies consider the effects of smuggling among their problems. Generally speak- 
ing, this applies to enterprises most severely affected by the war (also, in fre- 
quent cases, che least prosperous prewar enterprises). Actually, this should 

not surprise us: efticient enterprises with foreign markets are, by definition, 
viable and even prosperous under a free trade system. It is indeed inconceivab'e 
thac the future of properly managed enterprises could be seriously compromised 

as a result of oa generally speaking Limited lowering of customs tariffs, the more 
so since, quite trequently, the enterprise might even benefic from the existence 
of illegal ports, or lowered “customs rates" (not always tocally eliminated, as 
one would like to believe) imposed on imported raw materials. However, we shall 
not undertake here the study of the advantages which free trade bring to the in- 
dustrial sector, as this topic goes beyond the fremework of chis article. 





In the final account, it becomes clear that no more tuan a certain percentage 

of the problems faced by our industry could be directly attributed to the two- 
year war. In fa -t, a substantial number of problems--manpower, techn. ogy. mar- 
keting and financing--would have probably appeared cvon without a war even though, 
perhaps, in a less dramatic manner. 


Nevertheless, today our .ndustry has reached a turning point and has been given 
the opportunity (or the need) to renew itself. This will require the joint 
efforts of Lebanese industrialists and political decision makers who, together, 
will have to provide the national industry with the orientation required by the 
new situation: the growing competition in the Middle East, the decline of tradi- 
tional industries, and the emergence of technologies and new products, some of 
which may even belong to the post-petroleum age. This is yet one more challenge 
which, with its great flexibility, the national economy will eventually accept. 


(28 Jan 81, p 2 


Text} In his two articles published on Monday and Tuesday, 26 and 27 January, 
Dr Andre Chaib, professor of economics at the American University in Beirut, de- 
scribed the origins and development of the industrial sector in Lebanon and the 
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problems it must face today, problems the least of which, unquestionably, is not 
the current state of insecurity in Lebanon, 


What will the future be Like?’ in his third and final article, the author of thie 
series Singles out the encouraging prospects providing, however, that the 
Lebanese industrialists undertake a serious organizational effort, 


The future of Lebanon's industry may be considered with optimism tor several 
reasons. This is, tiest and above all, because, despite a number of difficul- 
ties, Our plante have continued to operate since 1976 and, despite everything, 
are succeeding in marketing their goods domestically and abroad. Another reason 
is that a number of details confirm the fact that our industry is managing not 
only to survive but to preserve an attitude of stubborn and lucid optimism as 
regards its future. 


Thus, for example, 75 percent of the investigated enterprises teel that they be- 
long to sectors with a future, 80 percent of them believe that their prices are 
competitive on the .sternational market, 60 percent of these same industrialists 
have taith in the (uture of their enterprises to the point of stating that if 
they had to rede everything al! over again today, they would invest in the same 
plante they own; finally, the factual output of 65 percent of the surveyed enter- 
prises exceeds the 1974 level. 


Generally speaking, 59O percent of these enterprises have an optimistic view of 
the future of Lebanese industry; 25 percent of them relate this optimism to an 
eventual restoration of political stability; finally, 25 percent feel optimistic. 
Asked to discuss in more specific terms the view of the future of their compan- 
ies, 65 percent of our industrialists expressed their optimism; 15 percent gave 
as 4 prerequisite for their optimiem the resumption of political stability in 
Lebanon; finally, a 20 percent minority declared itself pessimistic. 


Other factors «a. well confirm thie upsurge of optimism in our industry: the con- 
tinving erowth of our exports anc increased industrial investments in recent 
yeare in 1979 alone 736 million pounds were invested. An even better fact is 
that - percent of the surveyeo enterprises claimed that they are operating at 


no less than WO percent of capacity. This is not a negligible fact, bearing in 
mind that even before the war this rate of utilization had never been really high 
in Ledanon,. 


Our industrialiets were also questioned on the subject of their investments over 
the past 5 years and on their future projects: 70 percent stated that they had 
increased their installed capacity since 1975; 65 percent claimed to be planning 
major tu investments. 


Unquestionably, it is not our role to reduce this study to the praise of tenacious 
industrialists. However, we @ust note in all these details the signs of a justi- 
fiable optimiem and the |: ..fication of many hopes. We must also point out that 


our industry is continuing to benefit from a number of well-known advantages such 
as, tor example, that of dealing with a government which is, all in all, concilia- 
tory (for nearly 70 percent of the surveyed enterprises taxes are no major incon- 
venience), a government which is also understanding even though, alas, powerless. 
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Nevertheless, in order for our industry to have a future worthy of its accomplish- 
ments and determination it showed yesterday and is showing today, it must serious 
ly consider the problems and even the fact that it must be helped to develop ae of 
now the shape it will have 10 of 20 years hence, 


lt seems difficult to conceive of a solution to the problem of the scarcity of 
skilled industrial personnel without the consideration that substantial wage in- 
creases will have to be granted to skilled workers, technicians and executives, 

In a very large number of cases, the resulting increased production costs may seem 
prohibitive. Actually, had this not been the case, our industrialists would have 
expended great efforts to bring back such workers and technicians who had era- 
vitated toward the sun and the petrodollare of the Gulf. 


However, if all these engineers and workers, scattered throughout the Arab Penin- 
sula, were to be given their proper cesponsibilities within the national industry, 
and if this human capital, today sentenced to exile, were to be recovered, the 
possible gains in terms of productivity, profitability, durability and innovations 
could be considerable both in terms of our indusiry and the overall! Lebanese 
economy and society. in order to favor such a transition, one could easily imag- 
ine — system of public aid to field cadres and personne! recovered by our enter- 
prises. Por exampi:, the state could compensate for a certain percentage (or the 
entire amount) of wage dillerences. 


This kind of intervention would be perfectly justified considering the benefits 
which would accrue to the overall national economy from such a properly organized 
return. The cost of such an undertaking may be used as a reason tor denying al! 
possible benefits. <A sound cons deration of this matter in relative terms, how- 
ever, in any case, would prove such costs to represent 4 minimal share of the 
national product orf the state budget. in the light of the thousands of unproduc- 
tive expenditures of our budget, which is a hymn to waste, and of the generous in- 
creases in the salaries of officials or other people whose income comes from the 
republic and whose activities show no indication of increased productivity since 
the war, such expenditures should be definitely considered insignificant. Further- 
more, since inflation does exist, let us, for once, use such increases for the 
sake of promoting real productivity and growth. 


Risks and Finances 


On a parallel basis with such labor subsidies, we should also consider how to make 
money markets more accessible to our industrialists. Asked about the possible con- 
tribution of the state to the solution of their problem, our 100 enterprises be- 
lieve that it is above al! on this lewel that the state could help them. it is 
obvious, in this respect, that it is exclusively to the extent to which the money 
markets, which are firmly structured and, furthermore, are quite effective in 
Lebanon, and remain closed to the industrialists for reasons having nothing to do 
with the intrinsic ellectiveness and viability of the enterprises, that state 
intervention would be desirable. 


In such a case the industrialists would be charged an interest lower than the mar- 
ket rate, but exclusively to the extent of the new risks--risks generated by the 
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wareowhich, in tact, are preventing many industrialists from obtaining "tradi- 
tional” loans trom commercial banks. Wowever, the necessary amounts for such 
loans should be made available. Above all, we must not count on our medium and 
long-term credit banks whose possibilities remain very limited, If necessary, 
one could even conceive of a system which would enable the enterprises to obtain 
“traditional” loans from local banks at sufficiently high interest rates to com- 
pensate for the risks, with the state subsidiging the difference in interest rates 
due precisely to such risks. Obviously, this system could involve guarantees and 
stipulations which would take into consideration the actual profitability of the 
various enterprises regardiess of war risks. Such subsidies could, in fact, be 
limited to sectors which will be considered, after suitable studies, promising, 
thus indirectly discouraging industries which, in the course of time, may become 
burdens to their owners and to the national economy. 


let us note that the newly established Investments Guarantee Institute operates 
within the same framework, Hy insuring enterprises against civil or other war 
risks this inetitute lowers risks and thus tavors the industrial investments. 
Nevertheless, to the extent to which the advantages of such insurance outstrip the 
itramework of Lie enterprise and, in tact, spread over the entire society, one may 
ask whether, co the tinal account, the insurance premiums should not be paid by 
society iteself, i.e., that the insured enterprises should be either entirely or 
almost entirely treed from such payment. Were again, financing should pose no 
problems, the more so since the factual cost to the insurer could be greatly re- 
duced. Furthermore, when an economy needs money to operate the money is, quite 
simply, printed. 


On the Future of Markets 


We must aleo think more seriously about the future of our export markets. in 
order to prevent the ever faster e:o*«ion of our traditional markets, we should 
concentrate on the new one. However, this would also require that many Lebanese 
industrialists abandon the dangerous way of thinking which concentrates merely on 
the marketing of goods today in the best marketplaces, i.e., the nearest ones. 

lt is a facet that over 40 percent of the surveyed enterprises are convinced that 
possible markets may be found in Western Europe. Other markets, barely exploited, 
would also become open to our product should we bother to enter them. This 
app'ies to Africa, the non-Arab Middle East and the immense American continent. 


However, in order to put together a serious and properly developed documentation 
on all such possible markets, eventual competitors and their prices, unquestion- 
ably we should seek the help of a collective agency, private or semipublic, which 
would become for our industrialists wishing to expand or diversify their customers 
a source of inl »rmation and a precious adviser. Over one year ago we had formu- 
lated this suggestion in this source and elsewhere (see L'ORIENT-LE JOUR, 

2 January 1980). Alas, the economic questions raised were not seriously con- 
sidered by the political de sion makers. 


Such an agency, which could be named the National Center for Industry and Exports, 
would also engage in economic studies affecting Lebanon's industry and consider 








means to facilitate access to foreign markets for Lebanese products, For example, 
it could invelve in this project our emigres living in Africa, America and Aus- 
tralia. OF elee, it would try to resolve transport problems which many indus- 
trialists are facing today. 


Finally, such an agency could be used a6 4 national think tank for the future of 

Lebanon's industry whose structures, sooner or later, will have to change. Many 

products which we were successfully exporting 10 years ago are already facing the 
competition of the very countries which imported them in the past. 


Furthermore, dilliculties Crequently attributed to the “situation” prevailing in 
some sectors<-the leather industry, some textiles and some food industries-<c lear- 
ly prove that our industry will have to develop new structures soon. Questioned 
on the possible new orientations, a substantial number of industrialists have 
suggested the expansion of the construction materials and chemical industries. 


in any case, it is obvious that the Lebanese industry will end up finding its own 
guideline for the future once all the problems it faces--markets, security, 
financing, labor--which are all intimately interwoven, will have been raised, con- 
sidered, understood and, finally, resolved through extensive joint efforts. 


In the absence of 4 strong state one may ask whether those who hold the effective 
power in the various parts of Lebanon should not consider themselves the regional 
problems facing their industries and the means to be used to advance their har- 
monious operation while increasing the flexibility of production factors and pro- 
duced goods. Finally, whatever political formula Lebanon may adopt in the 1980s 
or 19908, such a formula should take into consideration the basic unity of 
Lebanese industry and the innumerable relations which must not be broken among the 
fragmented markets of our economy. One must also realize that it is first and 
above all through the economy that one day Lebanon will be able to regain real 

and durable unity. 
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LEBANON 


AGREEMENT WITH FAO SIGNED 
Beirut L'ORLENT-Le JOUR in French 27 Jan 81 p 11 
|Report: “Agreement on FAO Aid to Lebanon Initialed"] 


[Text] Yesterday, ‘Abd al-Rahman al-Labbani, minister of labor and social affairs 
and chairman of the Higher Aid Committee, and Edouard Saouma, director general 
of the FAO signed an agreement protocol according to which the FAO will grant 
the Lebanese povernment $140,000 in fertilizers to be distributed among the small 
farmers who were victims of disasters. The ceremony was attended by Camille 
Kobeh, director general of cooperatives, Mehdi Sadek, director general of the 
Social Development Office, and Amel Baille, who represents the FAO in Lebanon. 


This donation may be added to those previously granted by Mr Saouma, in behal! 

of the FAO, in the past 3 years, consisting of seeds, fertilizers and other items 
totaling 10 million Lebanese pounds, and which represent a working capital managed 
by the National Union for Cooperative Credit, which grants loans to the small 
farmers. 


On this occasion, Edouard Saouma stated to the minister of labor and social 
affairs that the present gift is within the framework of the continuing aid which 
the FAO erants to emall farmers victims of disasters in Lebanon, with a view to 
improving their living and working conditions and to help them to resume their 
rural and farming activities. 


Furthermore, Saouma used the occasion to describe to the minister of labor and 
social affairs the general features of the program for technical cooperation and 
aid which the FAO is implementing in Lebanon together with the Ministry of Agri- 
culture and the other concerned departments, with a view to enhancing agricul- 
tural resources and the benefits accruing to the rural population. 


The same morning, Mr Saouma had already met with Salim al-Jamil, minister of hous- 
ing and c %peratives, with whom he had also discussed FAO aid to the Lebanese 
cooperative movement aiding the small farners. 


in this respect, FAO aid has contributed to preserving intact the productive 


potential of the cooperatiy and of their financial and population structures 
in a particularly difficult period experienced by the country. 
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LIBYA 


CEMENT PRODUCTION--Sources in the Planning and Supervision Directorate in the 
Office of Secretary of Heavy Industries indicate that operating teste of the Labda 
cement works, whose production capacity is 1 million tone a year, have already 
begun, The same sources add that the production of cement works in Libya amounted 
to 1,900,922 tone last year (1980), an increase of 314,000 tons compared with 
1979. In addition, production of the pipe and tile plant in 1980 amounted to 

4.9 million tone. [Text] [Paris BULLETIN QUOTIDIEN DE L'AGENCE JAMAIIRIYA- 
PRESSE in French 25 Feb 81 p 5) 11,464 


TRACTOR PRODUCTION—-Last year, production of the tractor assembly plant amounted 
to 2,514 machines. According to sources close to the Planning Directorate under 
the Office of Secretary of Heavy Industry, 2,774 tractors were sold to farmers at 
the end of last year. Productivity of this assembly plant ranges from 3,000 to 
5,000 tractors a year. Some 300 men are currently employed when one shift is 
operating and 500 with two. [Text] [Paris BULLETIN QUOTIDIEN DE L'AGENCE JAMA- 
HIRTIYA-PRESSE in French 25 Feb 81 p 7} 11,464 


DISTRICT REORGANIZATLON--The City Planning Directorate within the Office of People's 
Secretary for Public Services is now examining the possibility of reorgarizing 

13 districts inthe different villages and cities of the republic in order to 

enable them to absorb new development projects. The districts in question are: 
Abou Aisea, Abou Hadi, Nalout, Ghat, Ghedames, Jamail, Syrte, Berkat, Agilat, 
Ragdaline, Srak, Adri and Rahebat. [Text] [Paris BULLETIN QUOTIDIEN DE L' AGENCE 
JAMAHTRIYA-PRESSE in French 27 Feb 81 p 2) 11,464 
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PERSIAN GULF AREA 


FISCAL PROBLEMS OF FIRMS OPERATING IN AREA REVIEWED 
Sharjah AL-KHALIJ in Arabic 5, 6, 7, 8 Jan 81 


"In Kuwait, AL-KHALIJ Pollows up on the Gulf Can- 
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Therefore these people committed themselves in writing not to support any Gulf 

canpany that was being established, and they set about publishing this canmitment 

in the newspapers, accanpanied by a threat by official bodies in same Gulf states 
to 


=~ oe belated awakening to the higher interest? What practical results will 
arise? 


This media step was meant to achieve the following: 


First, once again moving the market in Gulf stock from the state of recession which 
the Iraqi-Iranian war had imposed. 


Secor, striving not to have new companies established, for the time being, in order 
to concentrate transaction activities in the stock owned by this group. 


Third, exploiting the artificial receptivity to purchasing shares in the existing 
Gulf stocks, yo —PA,yyh, 2, gd A, Ad. od, 


The artificial media campaign managed to achieve same of its 
since the market for Gulf stock experienced an ar 

to rises in the price of this stock after gmall investors 
the media campaign, that new companies would not be estab] 
they now bought would rise in price and double in a short 


speculation. 


However, information has it that big investors who signed 
the new Gulf campanies did not adhere to their commitmen 
time they were publishing copies -* their signatures of " 
middle of the front pages of certain newspapers, they 
for new campanies in the names o- their wives or mothers. 
governed their behavior: 
















First, their commitment was not serious from the start, and was not aimed at any- 
thing more than providing better conditions for speculation, in terms of their in- 
terests. 


Second, their commitment is not legally binding on anyone, including themselves. 
This cammitment does not compel the bodies which grant permits to desist fram 
issuing new permits, and it is not binding others who did not sign the undertaking. 


Third, they ca not desist from their basic investment activity, which is to spe- 
culate in the stock market. Consequently, while they do not take part in the es- 
tablishment of new companies — whose establishment process has not been suspended — 
they will find that they *. 2 gone outside the scope of the market! 


Once again, the winds have been great enough to satisfy the hunger of the ships. 
This time, though, there was no nee’ “or war, since the Ministry of Trade in Kuwait 
could not remain in the position of an observer as long as it has had many cobser- 
vations concerning the principle of establishing Gulf companies from the beginning. 











It seems that the ministry has decided to ride the crest of the media wave fabri- 
cated by the big investors thempelves against the establishment of new Gulf cam- 


Thus, when the big investors' campaign reached its peak, it was foreordained that 
the Ministry of Trade in Kuwait would put a limit to the process of “watching” 

the Gulf canpanies. The ministry, to this end, got in touch with account audit 
offices ar’ asked then not to participate in the establishment of new Gulf cam 
panies. The ministry did not content itself with that -- rather, it also requested 
these offices to han! over to their owners the documents and transactions on three 
campanies being established’ (which had given their commitment) which they had agreed 
not to boycott. These campanies are the al-Abyad Cement Campany, the Ra's al- 
Khaymah investment Group and the mining company. 


Naturally, it is not in the power of the account audit bureaus to do anything but 
carry out the ministry's instructions. 





Here the people establishing these campanies decided to consummate their establish- 
ment outside Kuwait, that is, in the state of the emirates, especially since the 


process of establishing these companies had made t , reach the point 
where shares in the three companies were being offered for public subscription. 
Numerous transactions were made, for millions of shares inars. 
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real features of the countries of the region. Previously, Kuwait had sti 
the issuance of a federal decree on the establishment of Gulf companies in the 
state of the emirates, in that Kuwait would agree that their shares could be 
acted on its territory, but then it withdrew this condition since it was im 


possible to get agreement to it. 


The question now is, can the state of the emirates handle the Gulf campany ball, 
which Kuwait has returned to the country that owns the permits? 


Here it is necessary to point to the stifling liquidity crisis which occurred 
2 years before, even in the barks! 


Bringing this crisis to mind now bears the character of warning of a similar crisis 
which could perhaps be more intense than the one which preceded it. 


One of the most important causes of the previous crisis was the orientation of 
capital toward expanded construction at a time when there was no plan organizing 
that. This led to a diversion of liquidity in the local market toward iron, 
cement, empty buildings and banks demanding payment of instalments on loans al- 
though sufficient liquidity for this did not exist. 


Now, the shift in the main market for speculation in Gulf company shares to the 
market in the state of the emirates means that the big investors who established 
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these campanies are absorbing liquidity fran the market of the state of the 
emirates now that the Kuwaiti market has been closed in their faces. 


Since same major investors themselves came from outside the state of the emirates, 
this means a disruption in the movement of Liquidity into and out of the country, 
threatening an exceptional liquidity crisis unless the government takes the ini- 
tiative of setting fortn rapid, decisive rules. Perhaps the first step on the 
right road in this direction would be to get the local authorities in various emi- 
rates to cammit themselves to stop issuing further statements on the establishment 
of Gulf companies, now that the latter have become an octopus threatening the 
economy of the area. 


Why, however, did Kuwait throw the ball into the court of the state of the emirates? 
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ty At a time when big Kuwaiti investors have moved to the emirates to estab- 

ish new Gulf companies -- now that Kuwait's doors have been shut in their faces -- 
the Kuwaiti Minisury of Trade has decided to block the sale am! purchase of stocks 
in these carrmries, The first time /this pepo: Age in 1976. This orientation 
away fran “wait, in the ministry's view, is not an act of deception against 
Kuwaiti — it is also a factor in the drain of capital from the Kuwaiti market, 
especially since the people speculating in Gulf stocks in this market are realizing 
profits which are in excess of those obtained from dealing in Kuwaiti stocks. 
Official Kuwaiti fears have been based on a group of facts. 


First, the lack of rules to prevent ‘ouniters of Gulf campanies from selling the 
charter shares they obtained without paying the price for them as soon as the prices 
in the shares of the campanies involved rise and before any productive activity be- 
gins. There are rules to prevent that in Kuwait, since persons establishing all 
companies are supposed to take ch- ge of executing and consummating the idea which 
prampted them to establish the cavranies and not abandon it to other shareholders 
who have bought stock in them in the hope of obtaining an anticipated profit with- 
out having a clear enough idea ~f how activity progresses in the project to be 

able to evolve fran investors to persons managing its activity. 


Second, expansion in the scope of speculation in a manner increasing the demand for 
stocks over the volume in supply, which, in turn, supports more rapid, voluminous 
price rises in the Gulf company stock than in that of Kuwaiti campanies. The issue 
requires no further description or detail: the number of persons speculating on 
the Gulf stock market is greater than that of people speculating on the Kuwaiti 
stock market, and this means greater expansion in speculating activity ani the 
volume of ‘ie flow of funds invested, creating greater profits in shorter time. 


Third, the possibility that persons investing in the speculator's market in Gulf 
shares will evade commitments to existing Kuwait’ laws ami laws which could be is- 
suei later, although these -umpanies are in fact to be considered Kuwaiti companies, 
since their fourtlers, and the people dealing in their stock, are Kuwaitis, amd they 
enjage in investment activity in Kuw it, although they are not in any practical 
sense distinct from corresponding campacies which are Kuwaiti (except that they are 
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not subjected wo Kuwaiti laws ant there is a conflict between the 
— they were foursied ard the requirements of the interests of 
nomy) . 


It has been proved, in practice, that the latter fear, specifically, was wholly 
founded. When the Kuwaiti Ministry of Trade and Industry issued i 

1976 requiring that shares of Gulf campanies not be transacted on the Kuwaiti 
market in view of the group of factors mentioned above, the mi 

to carry out its decree even for a day. As soon as the decree was issued, there 
ererged the “parallel market," that is, the illegal secret market which is parallel 
to the legal, open market fram the staripoint of investment activity. 


Thus the Gulf companies pursued their activity on the Kuwaiti market without any 
restrictions, the process of concluding their deals through agents arn! stock 
brokerages continued, and many new campanies were established, as if nothing had 
happened! 


Indeed, more than that, the sales and purchase prices of stocks in the "parallel 
campany"” markets, as well as news of the transactions in made sales arxi 
purchases, profit levels, and so forth, were published in Kuwai 


| 


In the government's view it was not reasonable that this blatant challenge should 
continue, and it was not reasonable, inthe view of the interests of the people 
owning these campanies, that the existence of these companies should remain ille- 
gal in form, since, in that case, no one would be able to know what matters in 
these companies might came to if the Kuwaiti Ministry of Trade deci 

deterrent measures on its own behalf. Therefore, over past years, contacts and 
meetings betweenmajor investors in these companies ani the Kuwaiti government 
continued. Many meetings were held with the minister of trade, ani some meetings 
were held with the crown prince ani prime minister, Shaykh Sa'd al-'Abdallah. In 
fact, the prince opened same of the meetings regarding settlement of these campan- 
ies' conditions. 


These meetings were held under a sign of acknowledgment of reality andi the need 
to settle this perverse situation so that the parallel market would disapper and 
a single market subject to the law and proceeding along with the government's 
directives on construction of the Kuwaiti econamy would remain. However, these 
meetings continued for a period slightly in excess of 4 years, without any re- 
sult worth mentioning from the practical standpoint, as a result of three factors. 


First, the continuing establishrent for further companies. 


Second, an increase in the difficulties facing t > Kuwaiti Ministry of Trade should 
it want to take decisive measures regarding existing companies, now that the sums 
of money invested in their shares have multiplied. 


Third, the fact that the Ministry of Trade was campelled to negotiate again with 

a delegation representing investors in these companies and offer a concession 
which was important fram the ministry's stanipoint, requiring that the issuance or 
attempt to issue a decree on the establishment of Gulf companies not be stipulated, 
in exchange for a written undertaking signed by major investors not to establish 
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further campanies. This is the intention, since the government wants to put a 
Limit on the process of the constant incubation of such unproductive campanies. 


Therefore, no sooner did the major investors camit themselves to refrain from 
establishing mare Gulf campanies than the Ministry of Trade and Industry imme- 
diately began secting out a legal forma to rectify the conditions of existing 
Gulf companies, in order to eliminate the question of the parallel market so that 
one market would be left in which the shares of Kuwaiti an’ Gulf companies would 
be transacted together. 


In order to attain this goal, the Kuwaiti Council of Ministers decided, at its 
session of last 3 August, to give Gulf campanies permits to have their stocks 
dealt on the Kuwaiti stock exchange provided that the campanies permitted to en- 
gage in transactions fulfil the following conditions: 


1. These corilitions mist be applied to reviewing the grant of permits regarding 
Gulf companies in existence before the issuance of this decree by the Council of 
Ministers. Campanies will be considered existing only as of the date of the con- 
vening of their first general meeting or board of directors. 


2. The comma.y should have been properly established in a Gulf country, with 
concern that no material portion have entered into the company's capital by means 
of the founders since the company's establishment or in the 3 years following that. 


3. The canpany should belong t a country signing the Economic Agreement among 
Gulf States. 


4. The camany should be owned 100 percent by Gulf individuals or organizations, 
and the share of Kuwaiti stockholders in the companies permitted to conduct trans- 
actions must not have been less than 50 percent when this decree was issued. 


5. A period of not less than 3 yeers should have elapsed since the establishment 
of the camnpany. 


6. The campany should have areas of specialization which are in harmony with the 
goals for which the charter contract clearly stipulates the company was founded. 


7. The capital of the company should not be less than 5 million Kuwaiti dinars 
upon registration in the stock exchange. 


8. The company should have realized prefits of not less than 100 percent per year 
in the past ? years from its activities. 


10. The accepte' campanies must commit themselves not to establish subsidiaries, 
that is, companies to which they contribute 25 percent or more of the capital, for 
a period of no less than 5 years rom the date of acceptarce. 


ll. The above conditions should nut apply to applications for permission to deal 
in shares of Gulf companies which enqacte in banking or insurance activities. 
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12, The Ministry of Trade and Industry should confirm that these conditions have 
been met when the campanies present applications for permits. The ministry may 
have the full authority to make evaluations on issuing, postponing or refusing 
the issuance of permits as the public interest requires. 


What is the import of these conditions? What is their goal? Have the Gulf cam 
panies responded to them? 
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/Text7 As soon as the Kuwaiti Council of Ministers decree was issued last 

3 August giving Gulf campanies permission to have their stocks transacted on the 
Kuwait stock exchange, if specific conditions (12 in number) were met, agents on 
the Gulf stock market rejoiced and gave a number of optimistic statements to 


Kuwaiti newspapers. 


Before people read these conditions carefully, they were optimistic about their 
role, and the prices of Gulf campany shares rose by 200 Kuwaiti fils per share, 
after many of the people holding these shares had refrained from selling, in 
anticipation that there would be a greater rise, especially if the Ministry of 
Trade declared the names of the Gulf companies which would be permitted to have 
their shares traded on the Kuwait stock exchange (no such declaration has been 
issued to this moment). 


However, the market's upward trend soon stopped around the level of the 200-Kuwaiti- 
fils level, because people soon became aware of the conditions that had been set 
out by the Kuwaiti Council of Ministers decree, which overall were not in harmony 
with the orientations and interests of the major investors. These were in tra- 
diction with the restrictions, most conspicuously the refusal to permit the es- 
tablishment of more campanies. 


In general they did not stop at that, in spite of the conmitments they had pre- 
sented to the Ministry of Trade ani Industry — indeed, in spite of their conmit- 
ment not to take part in the establishment of new companies. 


To that end, we found them procrastinating before presenting applications to the 
Ministry of Trade and Industry to obtain permits to transact the shares of existing 
companies to which the conditions set forth applied. The reason for this pro- 
crastination was the thought of what would happen to the Gulf campanies they 

were intending to establish after these Gulf companies becare legal arm! others 
illegal. Their thinking concentrated on what would happen if a parallel Gulf 
stock market similar to the Gulf stock market parallel to the Kuwaiti stock mar- 
ket were to be established alongside the Gulf stock market which was permitted 

to conduct transactions, or specifically, what the effect of this kind of situation 
would be on the prices of -he shares of new companies it was interied to es- 
tablish ard on the shares of existing companies (which, they feared, would drop 
to the level of the prices of the shares of Kuwaiti campanies). 


The period of procrastination went on until the Ministry of Trade was prampted 

to urge major investors in the Gulf stock market to settle the cormlitions of their 
campanies in a manner conforming to the conditions of the Council of Ministers 
decree 
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After this urging process, just three campanies came forth at the outset, 
followed by two other campanies which applied for transaction permits. However, 
these campanies did not camply with all the conditions and were requested to can 
ply with the conditions that had not been met, such as those on the percentage of 
participation by Kuwaitis, the absence of non-Gulf participatns, and others. 


Naturally, rectifying these companies' conditions in a manner which would be in 
harmony with the conditions of the resolution would require that these campanies' 
general assemblies meet to give their agreement to the rectification process. 
While this study was being written, the general assembly of the first Gulf company, 
the Gulf Real Estate Investment Campany ('Ajman), gave its agreement to rectifi- 
cation of its conditions, after about 4 and a half months had passed since the 
Council of Ministers decree was issued. 


People who are familiar with the inner workings of the iwarket say that one or two 
other campanies have rectified their conditions as well, in order to enter the 
transaction market on the Kuwait stock exchange, as an experiment, before the 
major investors who dominate all the Gulf companies gamble on bringing all the 
campanies to wich the conditions apply into the market. 


These people add that if the experiment is a success from the point of view of the 
interests of major investors, other campanies might also enter the stock exchange; 
otherwise, nothing will prevent the parallel market fram remaining as it is, 
without conditions or restrictions of the Council of Ministers decree! In this 
case, these campanies might determine, for their own part, even though they comply 
with the conditions set forth, to boycott the stock exchange which they had prev- 
iously applied to enter. 


If the investors take this sort of decision to boycott the stock exchange, they 
will thus have made the Ministry of Trade and Industry in Kuwait miss an oppor- 
tunity to support the flow of activity in the Kuwait stock exchange in order to 
make it the core of a Gulf money macket in which Gulf company stocks will be 
traded and which will also be corverted into one of the main links in the cycle of 
Gulf investments in other counvries of the area. In fact, they may already have 
given this important regional stats to the brokers’ offices! 


In general, the boycott of th. Kuwait stock eschange by Gulf companies owned by 
Kuwaiti investors is a fact und in this regard a declares decision is not ne- 
cessary. In fact, the process of hatching more companies which are Gulf in name 
ani Kuwaiti in financing threatens that a parallel stock exch.ge will be es- 
tablished insteai of a parallel market. This is an unendurable situation fram the 
standpoin’ the party responsible for commercial ani indus:rial planning in 
Xuwait and the ..alth of the nation's economy, here the Ministry of Trade and In- 
lustry, especially since the ministry is hearing and seeing how the people who 
own these companies have not been content to ignore all the concessions the 
government offered them bu. «ve also recently determined to organize media cam 
paigns aimed at fabricating an unabjective willingness to buy their companies’ 
shares and raise their prices within the hearing and sight of the goverrment. 
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t/ Since the file on the Gulf corporations in Kuwait was opened, same people 
on 


ve taker it upon themselves to open the file on Gulf econamic cooperation an! 
coordination, In this field, one might mention that a great commotion was stired 
up in 1976 over the whole length ani breadth of the Arab Gulf over Kuwait's 
decree at that . ime which prohibited transactions in Gulf campany shares in Kuwait. 


Among the accusations made against Kuwait, especially by Gulf entrepreneurs, was 
that it was opposed to the notion of econamic cooperation. 


\t that time, Kuwait was not able to convey its point of view to Gulf public 
opinion in order to explain that it was not against Oulf economic cooperation but 
was against having Kuwaiti econamic activities assume false identities an! cam 
into Kuwait with Gulf passports in order to proceed to sabotage the Kuwaiti eco- 
namy itself by means of the illusory canpanies they had established, without en- 


yaging in any productive activity beyond speculating in the stock market. 


\t that time, Kuwait was not able to explain its point of view because the official 
ard unofficial media in all the countries of the region were talking about Gulf 
security and the need for cooperation and coordination among Gulf countries in all 
fields, foremost among them the econamic field. Thus the Gulf companies clad then 
selves in national ami regional interests. In the fact of that, it was not possible 
for the official media which were talking about comprehensive Gulf cooperation to 
describe the bad points of other forms of cooperation! 


As for the unofficial media, the newspapers arn! magazines, they in reality basically 
represent only the major investors in the Gulf companies specifically; conse- 
quently they strove to sanctify in people's minis the “regional error” which 

holds that the Gulf corporations are the basic mode) for econamic cooperation 

atong the countries of the rj zion. 


Perhaps the most important factor which prevented the transmission of the Kuwaiti 
point of view to the Gulf mentality at that time was the fact that these com 
panies’ negative influences had not yet appeared in Kuwait and that they were not 
bound to appear in other Gulf countries. Indeed, to the contrary, they achieved 
positive results relative to the other Gulf countries in which they emerged’, ten 
porary though their positive features were. 


These companies in the view of the other Gulf countries meant that Kuwaiti capital 
was pumped into “ulf markets which needed this capital pumped in. Bahrain war ani 
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still is suffering fram an eoonemic crisis because of a pauci =e ‘1 exports 
relative to the oi environment arowd it; this led tw a rise in the cost of 
living there above that in neighboring countries, although it did not have the 
welath of these other countries at its disposal, The state of the emirates was 
ami still is in ite first stages of growth, ani 60 on, 


in addition to that, the process of establishing Gulf campanies yields great wealth 
for founders fram other Gulf countries; obtain 4 portion of the founding stock 
without paying the price for it, then sell it shorly after, upon establishing other 
Gulf caypanies, just like other founders who are Kuwitis. 


Since the process of establishing Gulf corporations entails this sort of benefit 
for Gulf countrics (pumping Kuwaiti money into these nies and obtaining 
founding shares), we find same Culf countries like Bahrain codi ng a law giving 
Bahraini citizens the right to participate in the fourriing of 
headquarters arc in Bahcain, while the same Law prohibits pehwaint citizens — 
holding shares in these campanies — that is, they do not have the right to buy 
shares in these ccmanies! 











In spite of obv' ous weirdness of this Law, anyone penetrating to the essence 
of ite artacles will fin’ that it is logical in the utmost, because, if the goal 

in estab) leling Qulf campanies in Bahrain is to pump liquidity into Bahrain from 
outside, peoplc whe buy shares in Gulf companies that take Bahrain as their head- 
‘quarters most be non-Bahrainis; in the event the opposite occurred’, the Bahraini 
market would not only lose the Gulf investments, it would also fini itself grad- 
ually crushe’ os 4 result of Bahrain! investors' tendency just to speculate in 

the stock market instead of establishing a firm productive base for their country's 


economy, as is not happening in Kuwait. 
In the light of this, it seems loa'cal for Kuwait to reject the notion of Gulf 


corporations for the same reason at makes these companies desirable to other 
Milf erates. Wowalt has a legit ~ate excuse for rejecting the notion of these 
companies; they caused the emercence of a liquidity crisis in the Kuwaiti market 
about a yoar an! a half ago, i the goverrment was able to transcen! this crisis 
only after pomp no large amounts of money into the market directly and injirectly 
through th. etre) Bank. This crisis still lasted until the middle of this 
year, i960. 

Althooah tho pp moing process which the Gulf companies are pursuing is done fram 
Kuwait tr )f ‘the state of the emirates .s pert of this “outer world"), this 
liquidi®y Sees pot serve the economy of countries to which it is directed, for 
the fo! aAPOns: 

l. The ‘ow Of money used in stock speculation does not pass through 
the cycie econ ic production. These funds are recorded in these companies’ 


accounts in the state of © emirates for short periods before they go out again 
to take part in investment ectivities, perhaps in Burope or America. 


2. The cycle o: tlow of these furd> ls confined to the milieu of mi jor investors 


a 


whose buying ectivity is directed to the outer world with the objective of 











importing at a time when estimating consumption and increasing spending in this 
direction requires that the incomes of ordinary persons in the country be 


3, We have a4 practical example which underlines the fact that these 

MO positive effects on the economies of the countries in whose direction the pumping 
process is occurring. The example is the Liquidity crisis which befell the state 

Of the emirates for 4 while at a time when the process of establishing Gulf com 
panies and speculation in their stock had reacined its peak. 


In addition, these funds are not of help to the economies of the countires in which 
the Culf companies are headquartered. The establishment of this kind of campany 
harms the founding countries themselves more than it harms Kuwait, because Kuwait 
has established many productive Kuwaiti companies, which constitute proper terrain 
for the establishment of a productive base for the Kuwaiti economy, an’ the orien- 
tation of same Kuwaiti money toward speculation in stocks will not cause great dam- 
age to the Kuwaiti economy. Even if this orientation does not benefit the Kuwaiti 
econamy, as it does not offer new additions to its existing structure, it will 

not destroy what does exist. In the case of the state of the emirates, however, 
because of its recent development the state has not been able to complete the es- 
tablishment of a productive base such as that which exists in Kuwait. Consequently, 
the approach, fram now, toward stock speculation before a stong econamic base is 
created in the state is a luxury, especially when we realize that the money devoted 
to speculating in stock in Gulf companies for which the emirates constitute the 
headquarters will remain the property of its owners who are the citizens of other 
countries. Consequently, this money is destined to leave the emirates once again. 


Nonetheless, the issue has not boen so clearly understood by the countries of the 
area, in spite of the numerous contacts which have been made in this regard among 
the countries of the region with the aim, on the Kuwaiti government's part, of 
convincing other Gulf countries that such companies do not represent a desirable 
model of econamic cooperation but rather the opposite, because they are campanies 
which for the most part are not protuctive. 


Kuwait has demonstrated its readiness to offer all possible facilities for Gulf 
compary activities, if attention is given to make the companies productive ani en- 
dow then with specific goals anid objectives in a form which can be carried out ani 
not establish companies for mines, for example! 


In order vo organize the process of establishing productive Gulf companies, the 
subject of econamic coordination and cooperation was one of the most important 


matters to be dealt with in the Gulf tour the crown prince of Kuwait, Shaykh Sa'‘'c 
al-'Abdallah al-Sabah, male in 1977. One of the most important economic con- 
sequences of this tour was the signing of an economic agreement between Kuwait on 
the one hard and each individual country he visited. Later, agreement was made 
among Gulf countries to consider all these agreements a single one, to be called 
the Gulf States Economic Agreement. This agreement permitted capital and moral 
and legal persons to move freely among countries signing the agreement and have 
ownership in them. These countries are Kuwait, the state of the emirates, Saudi 
Arabia, Qatar, Bal.rain and Oman. Irag did not sign this agreement. 
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Nonetheless, the Gulf countries did not commit themselves to holding that it was 
mecessary that Oulf corporations be properly established ard that their goals and 
ab jectives to be in harmony with the existing situation. The process of establish- 
ing campanies continued to progress as it had before the signing of the agreement, 
which pranpted the Kuwaiti Ministry of Trade to issue a decree in 1979 prohibiting 
transactions in Gulf company stock in Kuwait, With the issuance of this decree, 
contacts between the Kuwaiti Ministry of Trade and the ma‘or Kuwaiti investors in 
Gulf company stocks began. These were the contacts we 

which, we stated, ended with the issuance 
Ministers last 3 August setting the contitions for conducting transactions in 
Gulf campany stocks on the Kuwaiti stock exchange. 


However, the contacts made were not restricted to the two Kuwaiti parties alone. 
Indeed, the state of the emriates got in touch with the Kuwaiti goverrment, offi- 
cially this time, in the middle of this year, 1980, and asked why permission was 
not given to have shares in Gulf companies transacted in Kuwait, even though 
liquidity had been restore’ to its state once the crisis had passed, the rates of 
liquidity in Kuwait had became linked to rises, falls and fluctuations in the rate 
of interest on the dollar it American banks, an’ the process of dealing in Gulf 
stock no longer constituted a threat to liquidity in Kuwait. 





Without ventur.ne into details on the answer Kuwait presented, we can consider 

that the Fiwa.ti Council of Ministers’ decree was tantamount to a practical answer 
to this question. We can also consider the Kuwaiti Ministry of Trade's instructions 
to the account audit organizations to refrain fram establishing new Gulf companies 
ani return the documents on campanies being established to their owners to be a 
more advanced practical step in this direction, one which ought to have been fol- 
lowed by other more decisive steps in 9 negative direction on the level of Kuwait 
ani the other Gulf countries concerniig the establishment of such companies. 


However, it appears that it is not an insignificant matter for the possibility 
of following such desirable steps to reappear in view of the “weight” of the major 
investors in these companies, whic’ Coes not just involve economics ani investment’. 


in the light of that, we find tha. the Gulf countries, instead of facing the fic- 
titious campanies, are resortine to trying to provide a desirable motel 

for campanies which will offer serious conbributions along the road to development 
of the economy in the region. The latest serious step in this direction was es- 
tablishment of the Gulf Aluminum Rolling Campany, in which Iraq is participating 
as well as the countries signing the Gulf States Economic Agreement. This is a 
Campany which has arisen fram the Gulf Industrial Investment Organization; before 
the canpany was established abundant thorough studies were prepared by experts 
fram its parent organization ani participating nations. 


Iecc thir -oqany be just a model of cooperation among nations, each of the nations 
participating . .t will have the right to put 49 percent of its shares up for 
general subscription, or condition that no subscriber's share exceed 10 percent of 
the capital. 


However, will one company, or a number of campanies of this type, be enough to play 
the role of quiding the Gulf economy and attaining a desirable level of Gulf co- 


operation in the economic field? 


Perhaps this questions brings us back again to where we started, an‘ the story 
of Gulf corporations ari Gulf economic cooperation remains one with a beginning 
rather than an eri. 
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SYRIA 


TRAQI DIPLOMATS ALLEGEDLY CONVERTED INTO TERRORISTS BY BAGHDAD 
Damascus TISHRIN in Arabic 10 Feb 8 p 8 
[Editorial by Jabran Kuriyah: “The Saddam Regime: Home for Terrorism") 


[Text] Dr Jasim Hamadi al-Mashhadani, prominent nationalist Iraqi politician, 
member of the Liberation Front Command in Iraq, and activist in the Lraqi opposition 
working to save iraq from the bloody and fascist Saddam regime, died in the city of 
Kuwait from the bullets of a group of killers who belong to thie regime. 


The assassination of Mr al-Mashhadani is a new crime to be added to the long List 
of murders, crimes and assassinations perpetrated by the regime of Saddam Husayn-- 
not just within Iraq but in other countries, as well. 


This is not the first time that Saddam Husayn's regime has violatec Kuwaiti terri- 
tory to commit crimes of murder, terroriem and sabotage. 


This regime's history of crimes outside the borders of Iraq is well known in many 
states and among world public opinion and international circles. This history has 
been documented by courte in Great Britain, France, West Berlin, the Democratic 
Republic of Yemen and Kuwait. 


This criminal activity, which has become the preferred method of the Saddam regime, 
hae added to current diplomatic usage the terms “killer-diplomats" and “terrorists 
in the guise of diplomats.” 


For this regime has turned Iraqi diplomats into killers, terrorists and criminals-- 
or more precisely, it has placed ite killers, criminals and mercenaries in a diplo- 
matic capacity and has sent them abroad carrying instruments of death in "diplomatic 
pouches" to carry out assassinations in diplomatic cars and pursue Iraqi, Palest in- 
ian and Arab Liberals. 


We do not believe that anyone has yet forgotten the series of crimes which the 
mercenaries of the Saddam Husayn regime committed against PIO representatives in 
various places in the world. Nor can anyone have forgotten the regime's crimes 
against peaceful Syrian citizens. 


If the Iraqi regime believes that the assassination of an oppositionist here and a 
politician there will save it from ite inevitable fate at the hands of the masses of 
people in Iraq, this belief is mistaken. For what wholesale crimes within Iraq can- 
not achieve, acts of assassination outside Iraq cannot achieve either. 
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The number of bodies of Lraqi Liberale ewallowed up hy the watere of the Tigris 
River during the term of Saddam probably exceeds all the corpses swallowed up by the 
rivers of the world since the era of Genghis Khan. 


There is no longer anyone in Iraq who ie unfamiliar with the method of assaseina~ 
tion by car and car accidente=--a method which has even reached the houses of some 
senior officials, 


The physical purges and brutal torture of the best elements of the Iraqi people 
carried out in the house of termination, the prisons and the concentration camps in 
Abu Gharib and eleewhere are well known among Iraqis. 


Those who unabashedly organize the slaughter of some of the elite of the state and 
party leaders in Iraq on trumped-up charges and those who organize daily massacres 
of the beet of the noble Iraqi pecple do not hesitate to perpetrate any crime and 
commit any sin whatsoever. 


History provides many tllustrations of the fact that rulere who are enemies of the 
people characteristically pursue a policy of repression and terrorism at home and 
a policy of aggi®esion abroad. 


however, history aleo shows that such rulers meet the worst possible ends, and 
neither inetrumente of terroriem, bande of killers nor criminal acte are able to 
save them from the day of reckoning. 


The blood of the martyrs of the peoples has never been shed in vain, but has Lighted 
the way of the struggle and has driven wail upon nail in the coffin of the crimanal 
terrorist regimes. 


The account which the masses hold with the Saddam regime will be a harsh one because 
it will include not only the lives of the devoted martyrs of the Iraqi people but 
also the defamation of the pan-Arab cause of the Arab nation and the launching of 
the war against the Iranian revolut.on on behalf of American imperialisn. 
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SYRIA 


DEVELOPMENT OF BANTYAS OIL DISTRIBUTION PACILITIES DISCUSSED 
Damascus TISHRIN in Arabic 10 Feb 81 p 2 


[Article: "Projects to Connect Baniyas Refinery With the Marine Outlet; O11 Minis- 
ter Discusses These Projects; Implementation of Installations to Remedy Pollut ion 
Being Readied Rapidly") 


[Text] Implementation of a project for a system linking the Baniyas refinery with 
the marine outlet will begin next month. This project, which will cost some 140 
million Syrian pounds, will ensure the transport of oil products from the refinery 
to storage tanks in Baniyas, the forwarding of the products to storage tanks in 
Home, and the transport of surplus products to martue pipelines for export. 


This was announced yesterday by Minister of O11 and Natural Resources Dr ‘Abd-al- 
Jabbar al-Dahhak. He said that this system includes remote-control electronic 
equipment; accurate computers to determine the quantities of oil products stored, 
forwarded to Homs, and exported; and other equipment. The project will be imple- 
mented by a German company and is expected to be completed by the middle of next 
year. 


The minister explained that this system, which constitutes the heart of the project 
linking the refinery with the Baniyas outlet and its associated facilities, is con- 
sidered one of the main parts of the project. Other parte include the following: 


Storage Tanks for Oil Products 


~-Storage tanks for ofl products including mazut [heavy fuel oil], gasoline and 
kerosene to be located in Baniyas and Homs. These tanks will be a capacity of 
300,000 cubic meters in addition to the country's existing storage capacities. 

Work on the tanks will be completed during next July after which they will be ready 
to store oil products. The total cost of the project, which includes 17 tanks in 
Home and Baniyas, will be approximately 30 million Syrian pounds. Work on the 
project began at the start of last year. 


Marine Transport Lines for Exportation of Surplus 


~-Marine pipelines to transport o! ‘sets in excess of the consumption needs of 
the country. Implementation of this ,.<t of the project was begun early last year 
and will be completed during the first quarter of next year. The pipelines can be 
utilized to receive imported oil products in the future as well as for the exporta- 
tion of surplus production. The pipelines will cost approximately 36 million Syrian 


pounds. 
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~=Two tanker loading stations, one in the city of Home to meet consumption needs in 
the central region and a second in Bai ‘yas to ensure the needs of the coastal re- 
gion. These stations will be set up during the current year at a cost of 4 million 


Syrian pounde. 


-=Two 7, 5-megawatt electric power stations to supply the project Linking the re- 
finery with the marine outlet and ite associated facilities from the general elec- 
tricity gr’!. Construction of these stations will be completed before the end of 
thie year at a total cost of some 5 million Syrian pounds. 


A French consulting firm prepared the detailed engineering study for the various 
parte of this linking system at a cost of 4 million Syrian pounds. 


Second Phase of the Project 


The minister explained that these parts constitute the first phase of the project 
for the storage and transport of o11 products linking the Baniyas and Home refineries 
with the provinces. He said that the second phase of the project aims at in- 
creasing the oil products storage capacity through the construction of new storage 
tanks distribute | among all the provinces in the country and insuring transport by 
means of pipel’ .» to be laid between Homes and Allepo and between Letakia and Allepo. 
The project aiso includes utilizing the existing railroad lines and dispensing with 
transport by tank trucks as much as possible. 


A study of this phase is currently being conducted to pave the way for beginning 
the implementation of the phase during the current five-year plan. After the com- 
pletion of the second phase, this project will meet the country's needs for storage 
and transport through 1990. The study for this project was begun in 1977. 


Accomplishments Toward the Establishment of Installations to Remedy Pollution! 


The minister of oil was asked about .ne measures that have been taken to build a 
biological reservoir to treat water polluted by oils and chemical by-products pro- 
duced by the refining operations at the Baniyas refinery. He replied that the re- 
sponsible technical agencies in *'.e ministry and the refinery are currently studying 
bids submitted by bidding companies and it is anticipated that implementation of the 
project will begin during the second quarter of the current year and last about 18 
months. The estimated cost of the project is 30 million Syrian pounds. The pro- 
ject will ensure that the polluted water and liquid wastes from the refinery are 
restored to a level of purity conforming to recognized international specif ications 
prior to being released into the ocean. This will guarantee that coastal waters 
are not polluted and fishing resources are preserved. 


Concerning . .< o’ution of the air pollution problem in the Baniyas area caused by 
gaseous wastes prou.-ed in the refining operations, the minister said that the min- 
istry has asked specialized international companies to provide the information 
necessary to conduct a study -* the best possible means to reduce the rate of air 
pollution and attract suitabie bids preparatory to establishing the necessary pro- 
jects for this purpose in the shortest possible time. 
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The editor feels that the project to link the refinery with the Baniyas outlet and 
ite associated facilities and the various parte which make up this project as well 
as the inetallations to treat pollution due to liquid and gaseous by-products slould 
all have been implemented together in coordination with the implementation of the 
Baniyas refinery as he has stated on more than one occasion. The delay in the im- 
plementation of these projects has increased their construction costs, espe: tally 
when we realize that the refinery was completed and began trial production in late 
1979. Added to this are the additional complications arising from pollution and the 
costes of constructing temporary inetallations to traneport the refinery's products. 
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SYRIA 


BRIEFS 


SUPREME AGRICULTURAL COUNCIL MEETS--The Supreme Agricultural Council headed by Prime 
Minister Dr ‘Abd-al-Ra'uf al-Kasim held a meeting at 1000 yesterday morning. At 

the outset of the meeting, Dr al-Kasim said: "We cannot allow any obstacle of any 
king whatsoever to block our way to the realization of the tremendous hopes which 
have been pinned on the agricultural sector. We must replace all methods which are 
unprofitable from the economic and productivity standpoints and we must achieve 

a balance betwee our aspirations and what we actually achieve in the agricultural 
field." The pr’ « minister explained further: "In our 1981 budget, we concentrated 
on vital goais in our agricultural policy with the aim of achieving an economic leap 
which we must achieve in the agricultural sector in order to make the agricultural 
economy a strong material base for the real capabilities of this country. The 
basic aims at this time in the party and the state, aside from raising the produc- 
tivity of the industrial sector, are to accomplish growth in agriculture and agri- 
cultural production, achieve complete agricultural stability by means of the coming 
phase and generate rapid and comprehencive development in the Syrian Arab rural 
areas." Following these remarks, the Agricultural Council moved on to a discussion 
of the subjects on its agenda. These matters included questions relating to the 
green belt, the setting of purchase prices for agricultural crops, study of the 
status of cotton growing in the coun.cy, and study of agricu’tural co-operatives and 
the measures needed to implement it. The council made a number of decisions. It 
was also decided to set the purchase price of cotton for producers at 320 Syrian 
piasters per kilogram for indivi’ al production and 325 piasters per kilogram for 
production by cooperatives. These prices are based on delivery to all cotton gins 
in the country. The meeting concluded at 1300. The Supreme Agricultural Council 
will continue its meetings in order to pursue the discussion of methods and processes 
to implement the agricultural policy, discuss the various matters pertaining to this 
policy and take the necessary decisions in this area. [Text] [Damascus TISHRIN in 
Arabic 9 Feb 81 p 1] 8591 
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